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Independent Auditor’s Report 

 

 

Rural Water District No. 3, Kingfisher County, Oklahoma 

Board of Directors  

Kingfisher, Oklahoma 

 

 

I have audited the accompanying financial statements of the business-type activities of Rural Water District 

No. 3, Kingfisher County, Oklahoma as of and for the year ended September 30, 2013, and the related 

notes to the financial statements, which collectively comprise the District’s basic financial statements as 

listed in the table of contents. 

 

Management’s Responsibility for the Financial Statements 

 

Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes the 

design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or error. 

 

Auditor’s Responsibility 

 

My responsibility is to express opinions on these financial statements based on my audit. I conducted my 

audit in accordance with auditing standards generally accepted in the United States of America. Those 

standards require that I plan and perform the audit to obtain reasonable assurance about whether the 

financial statements are free from material misstatement. 

 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 

financial statements. The procedures selected depend on the auditor’s judgment, including the assessment 

of the risks of material misstatement of the financial statements, whether due to fraud or error. In making 

those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair 

presentation of the financial statements in order to design audit procedures that are appropriate in the 

circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal 

control. Accordingly, I express no such opinion. An audit also includes evaluating the appropriateness of 

accounting policies used and the reasonableness of significant accounting estimates made by management, 

as well as evaluating the overall presentation of the financial statements. 

 

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis for my audit 

opinion. 

 

Opinion 

 

In my opinion, the financial statements referred to above present fairly, in all material respects, the 

respective financial position of the business-type activities of the Rural Water District No. 3, Kingfisher 

County, Oklahoma as of September 30, 2013, and the respective changes in financial position and, where 

applicable, cash flows thereof for the year then ended in accordance with accounting principles generally 

accepted in the United States of America. 



In accordance with Government Auditing Standards, I have also issued my report dated December 30, 

2013, on my consideration of the District’s internal control over financial reporting and on my tests of its 

compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. 

The purpose of that report is to describe the scope of my testing of internal control over financial reporting 

and compliance and the results of that testing, and not to provide an opinion on the internal control over 

financial reporting or on compliance. That report is an integral part of an audit performed in accordance 

with Government Auditing Standards and should be considered in assessing the results of my audit. 

 

The Rural Water District No. 3, Kingfisher County, Oklahoma has not presented a Management’s 

Discussion and Analysis that accounting principles generally accepted in the United States has determined 

is necessary to supplement, although, not required to be part of, the basic financial statements. 

 

 

 

 

Linda S Woodruff CPA, PC 

 

Oklahoma City, Oklahoma 73172-1578 

December 30, 2013 

  



Rural Water District No. 3, Kingfisher County, Oklahoma 

Statement of Net Position 

September 30, 2013 
 

 

Current Assets

Operating Account 50,072.65         

Certificates of Deposit 50,770.22         

Accounts Receivable (net) 1,806.25           

Total Current Assets 102,649.12       

Capital Assets

Capital Assets – Depreciable

Water & Distribution System (Note 3) 157,566.59       

Water Well and Rights 14,395.94         

Less: Depreciation Reserve (170,458.63)      

Capital Assets – Amortizable

Easements 86,250.00         

Less: Amortization Reserve (9,750.00)          

Total Capital Assets 78,003.90         

Other Assets

Utility Deposits 10.00                

Total Other Assets 10.00                

Deferred Outflows of Resources -                    

Total Deferred Outflows -                    

Total Assets 180,663.02       

Current Liabilities

Accounts Payable 2,718.29           

Undeposited Funds 218.59              

Other 516.36              

Total Current Liabilities 3,453.24           

Long Term Liabilities

Meter Deposits 75.00                

Total Long Term Liabilities 75.00                

Total Liabilities 3,528.24           

Deferred Inflows of Resources -                    

Total Deferred Inflows -                    

Net Position

Unrestricted 99,130.88         

Invested Capital Assets (Net) 78,003.90         

Total Net Position 177,134.78$     

 
 

 

 

 

 

 

 

The accompanying notes are an integral part of the basic financial statements. 
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Rural Water District No. 3, Kingfisher County, Oklahoma 

Statement of Revenues, Expenses, and Changes in Net Position 

September 30, 2013 
 

 

Revenues

Water Sales 43,056.87$       

Refunds (118.82)             

Total Revenue 42,938.05$       

Expenses

Professional Fees 14,007.75         

Labor 11,742.63         

Utilities 4,987.33           

Repairs/Maintenance 4,596.50           

Miscellaneous 3,930.75           

Permits 1,348.99           

Insurance 1,017.31           

Director/Meeting 771.72              

Samples 377.82              

Office Expense 366.46              

Advertising/Promotion 177.22              

Dues and Fees 135.76              

Bank Charges 40.04                

Total Expenses 43,500.28         

Operating Income (Loss) (562.23)             

Other Income (Expense)

Interest Income 547.29              

Amortization (2,156.25)          

Depreciation (4,892.03)          

Total Other Income (Expense) (6,500.99)          

Change in Net Position (7,063.22)          

Net Position - Beginning of Year 184,198.00       

Net Position - End of Year 177,134.78$     

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of the basic financial statements. 
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Rural Water District No. 3, Kingfisher County, Oklahoma 

Statement of Cash Flow 

September 30, 2013 

 

 

Cash Flow from Operating Activities

Cash Payments for Services 38,701.15$       

Cash Payments to Suppliers for Goods and Contractors and 

Other Services (41,200.57)        

Net Cash Provided by Operating Activities (2,499.42)          

Cash Flows from Capital and Related Financing Activities

Memberships -                    

Acquisition and Construction of Capital Assets -                    

Net Cash Used in Capital and Financial Activities -                    

Cash Flows from Investing Activities

Interest Income 547.29              

Net Cash Provided by Investing Activities 547.29              

Net Increase (Decrease) in Cash (1,952.13)          

Cash and Cash Equivalents - Beginning of Year 102,795.00       

Cash and Equivalents - End of Year 100,842.87       

Reconciliation of Operation Income to Net Cash provided by 

Operating Activities

Operating Income (Loss) (7,610.51)          

Adjustments to Reconcile Net Income to Net Cash Provided by

Operating Activities

Depreciation 4,892.03           

Amortization 2,156.25           

Changes in Assets & Liabilities

(Increase) Decrease in Account Receivable (372.43)             

Increase (Decrease) in Accounts Payable (2,299.71)          

Increase (Decrease) in Undeposited Funds 218.59              

Increase (Decrease) in Other 516.36              

Total Adjustments 5,111.09           

Net Cash Provided by Operating Activities (2,499.42)$        

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The accompanying notes are an integral part of the basic financial statements. 
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Rural Water District No. 3, Kingfisher County, Oklahoma 

Notes to Financial Statements 

for the year ended September 30, 2013 

 

 

Organization 

 

Rural Water District No. 3, Kingfisher County, Oklahoma (the District) was organized under Oklahoma 

Statutes Title §82-1324.  

 

Note 1 – Summary of Significant Accounting Principles 

  

The government’s significant accounting policies are described below. 

  

Rural Water District No. 3, Kingfisher County, Oklahoma, is an independent, self-contained, reporting 

entity with no associated component units. It is operated in a manner similar to a private business enterprise 

where the cost (expenses, including depreciation) of providing water services is financed through user 

charges. 

 

The operations of the District constitute an enterprise fund, a proprietary fund type. Enterprise funds are 

used to account for operations that are financed and operated in a manner similar to a private business 

enterprise. The District’s fund is accounted for on the flow of economic resources measurement focus and 

uses the accrual method of accounting. Revenues are recorded when earned and expenses are recorded at 

the time liabilities are incurred. Depreciation expense is provided for capital assets based upon estimated 

useful lives. 

 

Estimates 

 

The preparation of financial statements in conformity with generally accepted accounting principles 

requires management to make estimates and assumptions that affect the reported amounts of assets and 

liabilities, and disclosure of contingent assets and liabilities at the date of the financial statements and the 

reported amounts of revenues and expenses during the reporting period. Accordingly, actual results could 

differ from those estimates. 

 

Cash Equivalents and Investments 

 

1. Deposits and Investments 

 

Oklahoma Statutes authorize the District to invest in certificates of deposit, repurchase 

agreements, passbooks, bankers’ acceptances, and other available bank investments provided that 

all deposits are fully covered by approved securities pledged to secure those funds. In addition, the 

District can invest in direct debt securities of the United States unless law expressly prohibits such 

an investment. 

 

For financial statement presentation and for purposes of the statement of cash flows, the District’s 

cash and cash equivalents are considered to be cash on hand, demand deposits and certificates of 

deposit with a maturity date of three months or less. 

 

2. Fair Value of Financial Instruments 

 

The District’s financial instruments include cash and cash equivalents, certificates of deposits, and 

accounts receivable. The District’s estimates of the fair value of all financial instruments do not 

differ materially from the aggregate carrying values of its financial instruments recorded in the 

accompanying statement of net assets. The carrying amount of these financial instruments 

approximates fair value because of the short maturity of these instruments. 
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Rural Water District No. 3, Kingfisher County, Oklahoma 

Notes to Financial Statements 

for the year ended September 30, 2013 

 

 

Note 2 – Income Tax 

 

As a special district of a state government, the district is exempt from State and Federal income taxes. 

 

Note 3 – Property and Equipment 

 

Depreciation has been calculated on each class of depreciable property using the straight-line method. 

Easements and water rights are amortized over their useful life. Estimated useful lives are as follows: 

 

 Water System ................................................. 40 years 

 Easement ........................................................ 40 years 

 Water Rights ................................................... 40 years 

 

Capital asset activity for the year is as follows: 

 
Balance Balance

9/30/2012 9/30/2013

Depreciable Assets

Water System  $           157,566.59  $                          -    $                          -    $           157,566.59 

Water Well                 14,395.94                              -                                -                   14,395.94 

Total               171,962.53                              -                                -                 171,962.53 

Accumulated Depreciation

Water System               154,049.84                   3,932.30                              -                 157,982.14 

Water Well                 11,516.76                      959.73                              -                   12,476.49 

Total               165,566.60                   4,892.03                              -                 170,458.63 

Net Depreciable Assets                   6,395.93                  (4,892.03)                              -                     1,503.90 

Amortizable Assets

Easement                   1,250.00                              -                                -                     1,250.00 

Water Rights                 85,000.00                              -                                -                   85,000.00 

Total                 86,250.00                              -                                -                   86,250.00 

Accumulated Depreciation

Easement                   1,218.75                        31.25                              -                     1,250.00 

Water Rights                   6,375.00                   2,125.00                              -                     8,500.00 

Total                   7,593.75                   2,156.25                              -                     7,594.00 

Net Amortizable Assets                 78,656.25                  (2,156.25)                              -                   76,500.00 

Net Capital Assets  $             85,052.18  $              (7,048.28)  $                          -    $             78,003.90 

Addition Disposals

 
 

 

Note 4 – Debt 

 

The District had no outstanding debt on September 30, 2013. 
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Independent Auditor’s Report on Internal Control Over Financial 

Reporting and on Compliance and Other Matters Base on an 

Audit of Financial Statements Preformed in Accordance with Government Auditing Standards 

 

 

Rural Water District No. 3, Kingfisher County, Oklahoma 

Board of Directors  

Kingfisher, Oklahoma 

 

 

I have audited, in accordance with the auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards 

issued by the Comptroller General of the United States, the financial statements of the business-type 

activities of Rural Water District No. 3, Kingfisher County, Oklahoma as of and for the year ended 

September 30, 2013, and the related notes to the financial statements, which collectively comprise Rural 

Water District No. 3, Kingfisher County, Oklahoma’s basic financial statements and have issued my report 

thereon dated December 30, 2013. 

 

Internal Control Over Financial Reporting 

 

In planning and performing my audit of the financial statements, I considered Rural Water District No. 3, 

Kingfisher County, Oklahoma’s internal control over financial reporting (internal control) to determine the 

audit procedures that are appropriate in the circumstances for the purpose of expressing my opinion on the 

financial statements, but not for the purpose of expressing an opinion on the effectiveness of Rural Water 

District No. 3, Kingfisher County, Oklahoma’s internal control. Accordingly, I do not express an opinion 

on the effectiveness of Rural Water District No. 3, Kingfisher County, Oklahoma’s internal control. 

 

My consideration of internal control was for the purpose described in the preceding paragraph and was not 

designed to identity all deficiencies in internal control that might be material weaknesses or significant 

deficiencies and therefore, material weaknesses or significant deficiencies may exist that were not 

identified. However, as described in the accompanying schedule of findings and questioned costs, I 

identified certain deficiencies in internal control that I consider to be material weaknesses and significant 

deficiencies. 

 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement of 

the entity’s financial statements will not be prevented, or detected and corrected on a timely basis. I 

consider the deficiencies described in the accompanying schedule of findings and questioned costs to be a 

material weakness. 2013-02, 2013-03 

 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with governance. 

I consider the deficiency described in the accompanying schedule of findings and questioned costs to be a 

significant deficiency. 2013-01 

 

 

  



Compliance and Other Matters 

 

As part of obtaining reasonable assurance about whether Rural Water District No. 3, Kingfisher County, 

Oklahoma’s financial statements are free from material misstatement, I performed tests of its compliance 

with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which 

could have a direct and material effect on the determination of financial statement amounts. However, 

providing an opinion on compliance with those provisions was not an objective of my audit, and 

accordingly, I do not express such an opinion. The results of my tests disclosed instances of noncompliance 

or other matters that are required to be reported under Government Auditing Standards and which are 

described in the accompanying schedule of findings and questioned costs as items 2013-1. 

 

Rural Water District No. 3, Kingfisher County, Oklahoma’s Response to Findings 

 

Rural Water District No. 3, Kingfisher County, Oklahoma’s response to the findings identified in my audit 

is described in the accompanying schedule of findings and questioned costs. Rural Water District No. 3, 

Kingfisher County, Oklahoma’s response was not subjected to the auditing procedures applied in the audit 

of the financial statements and, accordingly, I express no opinion on it. 

 

Purpose of this Report 

 

The purpose of this report is solely to describe the scope of my testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

 

 

 

 

Linda S Woodruff CPA, PC 

 

Oklahoma City, Oklahoma 73172-1578 

December 30, 2013 

  



Rural Water District No. 3, Kingfisher County, Oklahoma 

Schedule of Findings and Questioned Costs 

for the year ended September 30, 2013 

 

 

While there are no questioned costs for this audit period, the schedule of findings is: 

 

2013-01. Internal Control 

 

 Condition: An adequate internal control structure does not exist because of the small size of 

the entity nor is there adequate segregation of duties. 

 

 Criteria: Internal controls should be in place that provide reasonable assurance that any one 

individual or family does not have control over several of the financial functions of the 

District. 

 

 Effect: Because of the inadequate segregation of duties, an opportunity exists for an employee 

to alter record keeping. 

 

 Recommendation: I recommend that the District strive to implement more segregation of 

duties where possible and utilize compensating procedures where applicable. 

 

 Response: The Rural Water District No. 3, Kingfisher County, Oklahoma Board concurs with 

the recommendation although, the cost to correct this might exceed the benefit. 

 

 

2013-02. Internal Control – Budget 

 

Condition: Adequate internal control does not exist since no annual budget is prepared. 

 

 Criteria: Preparing a budget allows management to utilize it as a tool for measurement of 

actual performance compared to anticipated results. 

 

 Effect: Budgets are required for governmental entities for assistance in setting performance 

goals. Without budgeting, no goals are being set for future planning. 

 

 Recommendations: Prepare an annual budget prior to the beginning of the next fiscal year. 

Track actual revenue and expenditures monthly through a spreadsheet, then compare to the 

budgeted amounts and investigate the reason for the variances. 

 

 Response: The Board will set a budget prior to the membership meeting in January, 2014. 

 

 

2013-03. Internal Control – Bank Reconciliation 

 

Condition: Bank accounts are not reconciled to the general ledger on a monthly basis. 

 

 Criteria: Recordkeeping controls should be in place to provide assurance that all transactions 

can be traced and cleared through the bank statements and reconciled to the general ledger. 

 

 Effect: An opportunity exists for the Town to lose funds from the bank accounts without 

realizing a problem exists and misstate revenue or expenditures on financial statements. 

 

 Recommendations: Reconcile each account using the software available and also prepare the 

receipts and disbursement template on a monthly basis. Prepare financial statements from the 

software and templates to present to the Board. 

 

 Response: The District concurs with this recommendation. The bookkeeper will receive 

training for reconciling using the QuickBooks software. Reconciliation will be completed as 

soon as the monthly bank statements are available. 
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